Oklahoma Current 


Farm Economics 













































































e 


ert 
oar 



























































SPECIAL REPORTS 
Local Industrialization and Rural Development 
in Choctaw County, Oklahoma 
Structural Changes in the Meat Industry 


Cotton Gin Fires and Losses in Oklahoma 


March 1960 Vol. 33 No. 1 








Oklahoma Current 


Farm Economics 


Vol. 33 March, 1960 No. 1 





Prepared quarterly by the Department of Agricultural Economics and Extension 
Economists, Oklahoma State University 
Mailed free upon request 


L. A. PARCHER, Editor L. F. MILLER, Dept. Head 


CONTENTS 


Local Industrialization and Rural Development 
In Choctaw County, Oklahoma E. J]. R. Booth, W. E. Klein 


Structural Changes in the Meat Industry Willard F. Williams 


Cotton Gin Fires and Losses in Oklahoma 
Mark L. Fowler, Percy L. Strickland, Jr. 


Oklahoma Agricultural Commodity Price Changes Leo V. Blakley 


Tables of Prices and Price Indexes 


DIVISION OF AGRICULTURE 
Oklahoma State University, Stillwater 


Oklahoma Agricultural Experiment Station, Louis E. Hawkins, Director, Still- 
water, Oklahoma. 


Cooperative Extension Work in Agriculture and Home Economics, Oklahoma 
State University and United States Department of Agriculture, Cooperating. L. H. 
Brannon. Director, Oklahoma Agricultural Extension Service, Stillwater, Oklahoma. 
Distributed in furtherance of the Acts of Congress of May 8 and June 30, 1914. 





Local Industrialization 
And Rural Development . 
In Choctaw County, Oklahoma 


E. J. R. Booth 
W. E. Klein’ 


Many readers will be familiar with the nationally publicized “Hugo 
Story”, a lively description of the recent program of self-improvement by 
the citizens of the county seat of Choctaw.? The program included a suc- 
cessful drive for new industry which has had considerable impact on the 


local economy of this largely rural county. 


The Hugo Story 


For the purposes of this report the important facts contained in the 
“Hugo Story” are as follows. Beginning around 1950, when per capita in- 
come in the county was running at $500 or less,® the 6,000 residents of 
Hugo raised in four years a total of $260,000 for varied programs of local 
development. A list of the major projects with expected payroll at the 
end of 1954 is contained in Table I. Apart from the large cash outlay and 
the expected payrolls, the variety of financing methods and the vigor with 
which they were pursued are the outstanding features behind this tab- 


ulation. 


Population and [come 


By late 1958, the program had begun to show its effects. Population 
of the county, which had been declining steadily from 28,000 in 1940 to 
20,500 in 1950 and 16,500 in 1954, had started to rise and was estimated 


1The analysis upon which this report is based is taken from W. E. Klein, ‘The Effect of 
Local Industrialization in a Rural, Low-Income County,’’ O.S.U. Master’s Thesis, 1959. 
2Anonymous, The Hugo Study, Mimeo., 86-739, (Choctaw, Oklahoma: Rural Development 
Committee, Hugo Chamber of Commerce), 1958. 
*Bureau of Business Research, Oklahoma University, Statistical Abstract of Oklahoma, 1956, 
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Table I.—Development Projects of Choctaw County in Hugo, 1954. 





Expected 
Payroll 


Project Method of Finance Local Contribution 


Baseball Stadium County Bond Issue $25,000 - 
and Hospital and Federal Funds $15,000 60 


and tax inc ease 
Cannery Industrial Foundation? $50,000 30 
Glove Factory Industrial Foundation? $90,000° 
Boat Factory Industrial Foundation? $15,000 
Retirement Homes Industrial Foundation? - 


Milling Company Small Business Adminis- 
tration plus Local Bank 


Mattress Frame Company Private 


Furniture Company Private 





1 Profit sharing corporation. 

2 Non-profit administrative group financed by outright gifts 
> Plus land, equipment and labor donated by local citizens 
Source ‘Hugo Story,” op. cit 


at nearly 18,000 in 1958. Urban population contributed most to this later 
trend, increasing by 1,000 in the last eight years, while non-urban pop 
ulation fell by nearly 2,500, Per capita personal income in the county 
rose to $700 in 1954, and by 1958 was $840 per person. This increase not 
only represents an average rise in real income (dollars of constant pur- 
chasing power) of five percent per year, but also means that the county’s 
standing, relative to the state average, increased from a 44 to a 53 per 


cent level 


Income Distribution by Industrial Sector 


Over the period of 1950-58, sector employment and income under 
went considerable adjustment. Table II illustrates the components of 
this change, with additional comparisons made possible by including the 


figures for 1940. 


By 1950, the only source of income which had shown any real in 
crease since 1940 was the welfare sector. Without this, total income 
would have dropped by $1.3 million (constant dollars) or 13 percent. 
Agricultural income per worker had fallen by 40 percent although farm 
workers had decreased by 24 percent. Only the service sector had main 
tained its level. The projects mentioned above were obviously needed. 


By 1958 income per worker had increased, the main component 
being the surge in service income generated partly by the new payroll 
in manufacturing. Income per worker actually decreased in manutfactur- 
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ing with the large increase in employment, but the income derived from 
manufacturing nearly doubled, and no doubt a proportion of this in- 


crease was spent locally several times. 


Impact of Industrialization Upon Agriculture 


From 1940 to 1958, there was a net addition of only one firm in the 
manufacturing sector. Industrialization was best characterized as an ad 
justment from capital intensive to labor intensive industry, Between 
1954 and 1958, the effects of industrialization began to make themselves 


felt in agriculture, where much labor was underemployed. 


After decreasing by 1440 workers from 1950 to 1954, total employ- 
ment in the county decreased by only 96 workers in the next four years 
(see Table Il). Ignoring the inter-sectoral transfers, it is helpful (and 
not unrealisitc) to assume that 96 of the 582 workers who left the farm 
emigrated from the county, This left a net figure of 486 workers (aver- 
aging $281 per worker) to find jobs in the three other sectors of the local 
economy. 

Employment increases were such that 216 of these former farm work- 
ers could have found employment in manufacturing. Assuming they 
divided the increase in manufacturing income, they would have earned 
$1,625 per person by 1958. Local plant managers of the new industries 
confirmed that most of their work-force were former farmers and were 


paid unskilled rates for nearly year-round work. ($1,625 would be close 


to a full year’s work at minimum wages.) 

Similarly, 76 workers could have found employment in the service 
sector, dividing the increase in income for a $1,364 average. There was 
room on the welfare rolls for the remaining 194 off-farm migrants who 
averaged $459 per recipient. In each case, the farm workers would have 
improved their income status. 


Under the assumptions of the above analysis, the industrialization 
program resulted in a general improvement of aggregate welfare provid- 
ed only that the financial sponsors were repaid at adequate interest 
rates for their investment. 

A stratified sub-sample of the farmers who had been interviewed 
in 1955 were again surveyed in 1958. It was found that a significant ad- 
justment from crop to mixed farming and a significant increase in farm 
size had taken place. Much of the increase in farm income can be ex- 
plained by the favorable trend in livestock prices, while the proportion 
of livestock farmers was increasing from 44 to 46 percent of all commer- 


cial farmers. 
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In spite of large increases in local bank deposits, drastic adjustment 
from row crop to livestock farming, and expressed intentions in 1955 to 
increase their capital position, farmers actually reduced their indebted- 
ness from $5364 to $4926 per farm, between 1955 and 1958. Most of this 
decrease was observed in debt not secured by land mortgage. 


From 1955 to 1958, the proportion of farmers interested in off-farm 
employment declined from 40 to 23 percent while the proportion among 
non-farm rural residents increased from 38 to 50 percent. A reduction of 
underemployment among farmers was indicated but no overall drop in 
the potential labor supply from the rural area occurred. 


In 1958 livestock farmers voiced no criticism about their markets, 
and only 12 percent of the livestock-product farmers were critical (main- 
ly about the lack of an adequate local market for Grade B milk and fresh 
eggs). Nearly all crop farmers, however, were highly critical of the lack 
of organized truck-crop markets. Crop farmers now comprise only 13 per- 
cent of all farmers, compared to 35 percent in 1955. Local markets appar- 
ently have adjusted reasonably well to the rapidly changing composition 
of farm output. 


In the face of these changes in county agriculture, farmers in 1958 
viewed the urban-industrialization program with mixed feelings. Sixteen 
percent felt the program had actually harmed them, 52 percent claimed 
it had produced no effect on farm welfare, and only 32 percent credited 
the program with improving their lot. On the other hand, 45 percent be- 
lieved that the shopping facilities and the community morale of Hugo 
had shown marked improvement. 


The Service Sector 


Development of the dependent service sector was not altogether due 
to increased manufacturing payrolls. Traffic on Highway 70 rose at an 
increasing rate over the entire period of 1940 to 1958. This contributed 
to service incomes and to several new service establishments on the high- 
way. Nevertheless, the increase in manufacturing income and the larger 
workforce did imply higher spending in the service sector, since the new 
income earners would have created new purchasing power and at low 
wages would have spent large parts of their added income. Also, increased 


per-worker incomes in agriculture could have contributed to the im- 


provement in service returns. 


The drive for economic development, with its considerable finances, 
arises mainly in this service sector of the local economy. Has the invest- 
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ment paid off? The sponsors of the profit-sharing Industrial Foundation 
maintain ownership and receive a production-share rental for their can- 
nery building. The $115,000 which set up the glove factory and the boat 
factory was an outright gift, however, and does not include the value of 
gifts in kind (valued up to $70,000). Assuming that the increase in serv- 
ice income was due to the industry generated payroll alone, the service 
sector would have received increases in real income totalling $2,590,000 
during the four years 1954 to 1958 (at a linear trend). A large propor- 
tion of this increase would have accrued to the increased payroll in the 
service sector of 76 workers. In 1954, the average payroll per employee 
was $1754 in 1947-49 dollars. Holding this constant, an increase of 
$902,000 (constant dollars) is inferred in the personal income accruing to 
the proprietors of this sector, where 10 new firms appeared during the 
period. How much of the increase in proprietors’ income was return to 
added investment is unknown. At all events, an investment in indus- 
trialization of $185,000 would require a payment of only $234,000 after 
four years at six percent compounded annually, It would appear that 


the investment had already paid off. 


Some Speculative Recommendations 


Much of the following goes beyond the empirical results of the 1958 
study. Yet these recommendations may be of use to those charged with 
the responsibilty of planning local development programs in low-in- 
come areas still largely rural. First, the addition of low-skill, labor-inten- 
sive plants, although they may reduce average labor returns in industry, 
do increase local purchasing power. This increase appears sufficient to 
raise real income per capita through increased purchases of locally sup 
plied retail goods and services. The size of the multiplier effect will de- 
pend upon the degree to which local goods and services are locally sup- 
plied.* 


Secondly, there is a natural trend toward increased bank deposits as 
development proceeds and, thus, increased ability of the community to 
invest. In a community which is still largely rural, these funds might 
well be used to improve local agriculture. Local farmers sell most of theit 
produce outside the community and spend much of their small gross 
incomes locally on farm supplies and home consumption. Their com- 
munity multiplier effect is therefore larger than say the service sector 
whose supplies are bought in greater proportion outside the community. 
But farmers are apparently not yet convinced of the beneficial effects on 


tThis idea was expressed by Dr. W. B. Back during an address to Rural Development 
workers at Tahlequah, Oklahoma, 195°. 
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their welfare that local urban improvement has brought about. They as 
yet have been unwilling to avail themselves of the increased opportun- 
ities for farm improvement where they exist. That the local “operation 
bootstrap” deserves their help is demonstrated by the results discussed 
earlier. 

Thirdly, as the leading citizens of the county already realize, only 
the first stage of a development program has been successfully achieved. 
Choctaw has indeed stopped temporarily the absolute and relative de- 
cline of her total economic welfare. But as she has attracted the labor-in- 
tensive industry she presently needs, other more advanced areas are re- 
ducing their dependence on such industry and are increasing the high- 
wage, capital-intensive industries of a modern economy. The commun- 
ity has managed to create two important assets for development: an in- 
creased ability to invest, and a better trained labor force. Future plans to 
use these assets must consider the type of industry to be imported with 


regard to establishing an industrial complex capable of supporting ever- 
increasing incomes. This complex should include more and more capital- 


intensive industries such as machinery, chemical, and electronic plants 
in order not to fall behind again in the ever-progressing general economy, 
Otherwise the local problem, which in 1950 was a rapidly declining agri- 
culture and a dying farm town, will become a problem of a depressed 
urban-industrial community with industries of a type not capable of sus- 
taining balanced economic growth and development. And depressed 
urban areas often appear worse than their rural counterparts, if only be- 


cause they are more dense. 





Structural Changes in the 
Meat Industry 


Willard F. Williams 


Startling changes in number, size, concentration, and specialization 
are taking place in the red meat industry, but they have gone unnoticed 
largely because of the attention given livestock production and distribu- 
tion. The meat production and distribution industry includes packing 
(slaughtering) plants, non-slaughtering packinghouse (sales) branches, 
meat processors, independent wholesale distributors, and the meat pro- 


curement and merchandising activities of retailers. 


Changes in the organization or structure of the meat industry are 
significant for several reasons. First, the changes and their impacts are 
quite different from those characteristic of other agricultural marketing 
industries, and many, therefore, are unexpected. Second, although not 
widely advertised and discussed, the changes are resulting in economic 

. effects of considerable importance to producers, livestock marketing 
' firms, consumers, and the meat industry itself. Third, they may indicate 
the nature and direction of future changes in the meat industry of Okla 
homa and the West South Central area, where the structural trends dis 


cussed in this article are not so clearly in evidence. 


Structural Changes at the Packer Level 


Meat packing was the first of the food industries to witness the de- 
velopment of large-scale organizations. Through application of mass 
methods to the processing and distribution of meats, the industry was 
largely centralized in the hands of four or five leading packers before the 
turn of the century. As late as 1940, one author stated: 

‘The introduction of artificial refrigeration about 1875 literally 
revolutionized the packing industry. It now became possible to central 
ize livestock slaughter in midwestern cities like Chicago where economies 
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of transportation dictated that it should be located. With geographical 
centralization came the opportunity to establish large plants and to apply 
methods of mass production to the slaughtering process itself . . . Suffice 
it to say that the the process is such that it never can be decentralized ard 


carried on by small entreprises . 
“Never” is a strong word, indicating the writer underestimated the 
influence of additional technological and organizational development. 
Decentralization ts taking place in the industry, and relatively small 
volume, independently owned, commercial packers are growing rapidly, 


in size and number. 


Changes in Number and Size of Packing Firms 


Number and volume of independent wholesale packers increased 
rapidly during World War II. In the period 1950-55, as shown in Table 
I, the total number of packing plants dropped slightly, but the entire 
decline was accounted for by reductions in the number of small butcher- 


Table I.— Number of Meat-Packing Plants in the United States, by Type 
and Percentage Changes, 1950-55. 





Type of Plant Meatpacking Plants Percentage 
1950 1955 Change 1950-55 


Wholesale : 
Federally Inspected 
Other’ 

Lc cal’ 


Total 





1 Includes nonfederally inspected plants slaughtering over two million pounds liveweight 


annually 
2Includes nonfederally inspected plants slaughtering less than two million pounds live 
weight but more than 300,000 pounds annually 


Source: Number of Livestock Slaughter Establishments, March 1, 1950, and Number of Live- 


stock Slaughter Establishments, March 1, 1955, both by Agricultural Marketing Service, 
United States Department of Agriculture, Washington, D. ( 


ing establishments. Numbers of federally inspected packing plants in- 
creased slightly, but numbers of “other wholesale” packing plants, those 
slaughtering two million or more pounds (liveweight) of livestock per 
year, increased by nearly a third. Among independents, many of the 
small local establishments apparently have grown greatly in volume to 


1A, C. Hoffman, Large-Scale Organization in the Food Industries Temporary National 
Economic Committee, Mono. No. 35, Washington, D. ¢ 1940 p. 15 
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become wholesale packing plants.* At the same time, it is known that in 
the period since 1950, numbers of packing plants operated by the dom- 
inant firms, the so-called national packers, have remained substantially 
unchanged or have declined in most parts of the nation. Two of the four 
largest firms have gone through retrenchment programs in which num- 
bers of plants were closed, and others of these firms appear headed in 


that direction. 


A marked trend toward geographic decentralization in the meat 


packing industry has been in process for many years, Slaughter volumes 


in Chicago, eastern slaughtering centers, San Francisco, and certain 
other large metropolitan centers have dropped sharply. Livestock 
slaughter in outlaying areas, meanwhile, has increased even more sharply. 


Concentration in Meatpacking 


Concentration is less of a factor in the meat-packing industry today 
than at any time in the last half-century. For cattle, the percentage of 
commercial slaughter accounted for by the four leading firms has dropped 
steadily from about 54 percent in 1916 to about 31 percent in 1954, a de- 
cline of 43 percent in relative position (Table Il). A downtrend in con- 


Table Il. — Percentages of Total Commercial Slaughter Accounted for 
by the Four Leading Meat Packers, by Species for Specified Years, 
United States.’ 





Year Ca‘tle Calves Sheep and Lambs Hogs 
1916 ~F 32.1 70.2 sf 
1924 5 10.1 66.4 44.7 
1929 16-9 70.7 10.2 
1935 16.3 70.5 41.4 
1947 , 59.6 67.8 40.4 
1955 34.7 58.5 36.4 
Percentage Change 

1916-55 t * 16.7 28.9 


Percentage Change 
1935-55 33.9 17.0 12.1 





Includes the following four companies for ch of the years shown: Swift, Armour, Wilson, 
and Cudahy 
Includes Morris and Co., acquired by Ar ur | o. in 1923 
Sources: Federal Trade Commission, Agriculir wor Inquiry, Pt. 1; Principal Farm Prod 
ucts, 1937, p. 198 and Unfair Trade P n the Meat Industry, Hearings before the 
Subcommittee on Antitrust and Monopoly o h ommittee on the Judiciary, United States 
Senate, First Session, May 10, 1957, pp. 261 


The ‘‘local and other wholesale plants ar owned almost exclusively by independent 
operators. Most of the federally inspected plants so owned independently, but this classi 
fication includes nearly all of the packing plants o itional packers. A “national packer’’ is 
characterized by ownership or control of a national stem of distribution 
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centration with respect to hogs and sheep and lambs also began with the 
growth of small interior packers during and immediately following 
World War I. However, the percentages of hogs and sheep representing 
slaughter of the four leading firms leveled off or increased again after 
1924 until along in the late 1930’s. Concentration in calves increased 
steadily until about 1930. 


The downtrend in concentration reappeared during World War II 
and has accelerated. Since about 1940, the four leading firms have ac- 
counted for a rather steadily decreasing percentage of industry slaughter 
of each of the several species (Table II). In the period 1935-55, reduc- 
tions in levels of concentration among the four leading firms were: cattle, 
38 percent; calves, 25 percent; sheep and lambs, 17 percent; and hogs, 


12 percent.* 


Specialization in the Meatpacking Industry 


Prior to about 1940 few meat packers of any type concentrated on 
the slaughter of a particular species to the exclusion of all others. In the 
1930's and earlier, the smaller meat packer, slaughtering usually for local 
consumption, found it necessary to handle a full line of fresh red meats. 
Even at that time, however, the independent packer tended to leave the 
production of sausage and variety meats to the national packer or to the 


local processing specialist. 


Independent packers at present are tending to specialize in slaughter- 
ing and to limit their slaughter to one or two species. Less than one- 
third of the nation’s slaughtering plants handled all three principal 
species in 1954 (Table II1). More than 20 percent slaughtered only one 
species, and an additional 50 percent slaughtered two species. 


Table Ill. — Percentage of Packing Establishments Slaughtering One, 
Two, or All Three Species by Type of Packer, March 1, 1955.’ 





One Two Three 
Type of Packer Species Species Species Total 


Federally Inspected 33:7 34.0 a 100.0 


Nonfederally Inspected ik Dao 9.7 100.0 





1 Includes all plants with an output of 300,000 pounds or more, liveweight, annually. 
Source: Number of Livestock Slaughter Establishments, March 1, 1955, Agricultural Marketing 
Service, United States Department of Agriculture, Washington, D. C., June 15, 1955, ae | 


3In absolute terms slaughter of cattle and calves by the four leading firms has remained 


relatively constant; slaughter of sheep and lambs by these firms has dropped sharply, and the 
slaughter of hogs has increased 
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Some are specializing even within species, and this is of particular 
importance in the slaughter of cattle. Today, many independent packers 
slaughter steers or heifers only, while others specialize in cows. Still 
others have scaled their operations to handle only the particular within 
grade qualities which meet the detailed specifications of retail food 
chains. To an increasing extent, these packers sell in volume by descrip- 
tion either directly to chains or to large volume wholesale distributors. 


The national packers, on the other hand, usually do not specialize 


in slaughter of particular species or in the slaughtering operation alone. 


Increasingly, the tendency among leading firms in the industry is to- 


ward emphasis upon prepared or processed meat products which usually 
are pre-packaged. These commodities lend themselves well to effective 


use of private brands. 


Structural Changes Among Nonslaughtering 
Wholesale Distributors 


Changes in Concentration 


Prior to World War I, virtually all red meat produced in the na- 
tion moved to retailers and dining establishments directly or through 
(nonslaughtering) packer branch houses, As late as 1929, packer 
branches handled almost half of total sales by all packers.t However, 
sharply curtailed branch house operations, together with marked growth 
in the number and business volume of independent (nonslaughtering) 
meat wholesalers, represent two of the most striking of the structural 
changes in the meat industry. Numbers of independent wholesalers about 
doubled between 1929 and 1954. Business volumes of these firms, as 
measured by sales adjusted for changes in average wholesale prices of 
meat, rose 114 percent in the period 1929-54 and more than doubled dur- 
ing 1939-54 (Table IV). After 1948, price-adjusted sales of independent 
wholesalers rose several times faster than meat production in the United 
States, which means that wholesalers have been handling a sharply in- 
creasing percentage of the meat produced from slaughter in the nation. 


Changes in Number 


Numbers of packing house branches, in contrast with independent 
wholesalers, fell 43 percent in the period 1929-54 and their sales dropped 


‘Most packer branch houses are owned and operated by national packers. They are non 
indlin processing, and sales organizations of packers. Sales of these firms do 


slaughtering | 
slaughtering or combination slaughtering and processing plants of 


not include sales made at 


the parent companies 
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Table IV. — Numbers of Establishments and Sales, Adjusted for Changes 
in Meat Prices, of Packing House Branches and Independent Whole- 
sale Distributors, Meat Production and Percentage Changes, Speci- 
fied Years and Periods of Years, United States. 





Year or Packing House Branches Wholesalers Meat 
Period — 2 
Of Years Establishments Sales! Establishments Sales! Production 








Number $1,000 Number $1,000 Mil. Lbs. 
Year 


1929 1157 ; : 1,337,164 16,147 
1939 940 2,855,38: y Hep 1,378,229 17,534 
1948 756 298,085 : 1,658,629 21,300 
1954 664 2,697,48:° 4,3. 2,866,193 25,333 


Percentage 
Changes 


1929-39 18.8 
1939-48 19.6 
1948-54 —12.2 
1939-54 29.4 
1929-54 $2.6 





1 All sales reflect 1954 price levels since they were adjusted by the index of wholesale 
prices of meat and meat products, 1947-49 =100, adjusted such that 1954-100. 
Source: Preliminary Trade Report, 1954 Census of Business, Wholesale Trade, Series P. W. 
3-36, October 1956, Bureau of the Census, I S. Department of Commerce. 


28 percent in the same period. However, in the last six years of this 
period, 1948-54, aggregate business volumes of packing house branches 
increased about in proportion with the growth in volume of total meat 
production, 


A 19 percent increase in total meat production during 1948-54 com- 
pared with a 41 percent increase in combined sales of branch houses and 
wholesalers. This is evidence of at least a temporary reversal in the trend 
toward direct packer to retailer selling, despite the dramatic growth of 
large volume retailing organizations. Direct sales, nevertheless, have re- 
tained a dominent position among wholesale channels of meat distri- 
bution. 


Specialization Among Nonslaughtering 
Wholesale Distributors 


Branch houses sell mainly, in some cases almost exclusively, to inde- 
pendent retailers. As indicated earlier branch houses in some areas, the 
West particularly, tend to specialize heavily in the processing and sale 
of pork and of prepackaged branded items. 
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Independent wholesalers, on the other hand, differ greatly in terms 
of functions performed, services rendered, species handled, size, and 
other characteristics. The following are types which have developed: 


(1) “Jobbers”, “hotel and restaurant supply houses”, or “purveyors”, 
who specialize in the distribution of meat to eating establishments, 


(2) “Wholesalers” and “breakers”, who have increased rapidly in 
number and volume since 1940, These are relatively large volume firms, 
conforming more closely than the jobber to the definition of wholesaler 
as used in other food product industries. A few wholesalers concentrate 
on the distribution of dressed calves or pork, but most of them specialize 
in the purchase of beef carcasses from packers and the sale of wholesale 
beef cuts. Consequently, they are often referred to as “beef breakers’ or 


“breakers”. 


(3) “Boners”, who are principally engaged in removing bones and 
sinew from lower grade beef carcasses and in selling the meat to process 


ing plants and retailers. 


(4) “Frozen meat handlers”, who specialize in chip steaks, veal 


patties, qui k frozen cuts or other frozen meat products. 


In addition, there are local nonslaughtering meat processors (typi- 
fied by the sausage factory) not classified by the Census Bureau as a 
wholesaler but constituting an important part of the meat industry and 
highly specialized. Most independent breakers and boners came into 
existence during World War II, but jobbers also grew in number and 


volume during this period. 


Some Reasons for Structural Changes in the Meat Industry 


Bureau of Census data for 1958 will become available sometime dur- 
ing the coming year, and these data will show whether or not the trends 
indicated by earlier data have been sustained. Clearly, however, broad 
structural changes are rapidly altering the characteristics of the meat in- 


dustry. 


In the 1930's and earlier, compared with more recent years, the meat- 
packer was generally in a superior competitive position. On the buying 
side he faced a large number of relatively small producers, and on the 
selling side there was a large number of relatively small retailers. Under 
these circumstances the large volume packer with a national system of 
rail and truck distribution, private sources of information, and an 
economic research department enjoyed a particularly favorable situation. 
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After 1940 a variety of factors tended to change this situation con- 
siderably. These included: (1) numerous technological innovations in- 
cluding continuing improvements in transportation and refrigeration, 
(2) development and growth of large volume retailers, and adoption by 
these retailers of mass buying practices with emphasis upon uniformity, 
(3) rapidly increasing and more widespread use of the federal grade 
standards for beef, veal, and lamb, and (4) improvements in market 
news data and wider distribution of this information. 


Improvements in transportation and refrigeration reduced packers’ 
dependence on rail transportation and tended to widen the market terri- 
tory of smaller packers. These improvements also eliminated the need 
for many of the branch houses of national packers, and contributed to 
the trend toward decentralization of the packing industry. 


By 1948 meat packers found themselves dealing with astute and 
knowledgeable food chain buyers, who in the aggregate purchased near- 
ly 40 percent of the meat sold at retail. This development added sub- 
stantially to the volume potential of small packers and improved their 
competitive position relative to the largest packers. Retail chain buyers 


preferred to buy at and receive shipments directly from packing plants 


and were not interested in tying themselves to one or a few packers. 
Meanwhile, national packers remained encumbered with many large anti- 
quated plants and a distribution system tailored to the needs of the 
rapidly vanishing independent retailer. Fresh meat sales of national 
packers and their branches continued to drop relatively consequently. 


A contributing factor in the trend toward purchases by chains from 
small independent packers was increased use of the federal grade stand- 
ards. Retailers became familiar with the official grade standards for beef, 
veal, and lamb during World War II and the Korean conflict, when fed- 
eral grading was compulsory. By the mid-1950’s large numbers of chain 
buyers, followed by many other retail buyers and dining establishments, 
were voluntarily demanding federally graded meat. These buyers (and 
the packers) soon discovered that small country packers could supply 
“U.S. Choice” or another particular grade of beef, veal, or lamb as easily 
as large volume packers in the centralized slaughtering areas. Many na- 
tional packers resisted this trend, preferring instead to sell on the basis of 
their private brands. The federal grades, accordingly, provided inde- 
pendent packers with national rather than strictly local or regional 
markets, greatly encouraged their further development and growth, and 
contributed to further decentralization of the meat packing industry, In- 
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creased use of grades and specifications also encouraged the trend to- 


ward specialization among meat packers. 


Increased use of uniform grade standards and improvements in mass 
communication have facilitated greatly the collection and dissemination 
of market news prices and other marketing information. This in turn has 
strengthened the competitive position of independent packers relative to 


that of national packers. 


Che vigorous growth of independent wholesale distributors seems 
to stem mainly from four interrelated circumstances. These are: (1) the 
increasing consumption of meat in hotels, restaurants, and other dining 
estabilshments, (2) the growth of independent shipper type packers in 
surplus meat producing areas who often rely upon independent whole- 
salers in deficit areas for distribution of their products, (3) the increased 
degree of specialization by independent packers, and (4) the growth of 
retail food chains. For many reasons, the chains buy large quantities of 
beef and some other meats in the form of wholesale cuts from breakers. 
These breakers are also important suppliers of the jobbers or hotel sup- 
ply houses. But as the demand for services has grown and as the inde- 
pendent packer has divested himself of particular functions, mainly 
breaking and fabricating, these functions have been performed to an in- 


creasing extent by the independent wholesaler. 


Implications of Changes for Producers 


Continuing adjustments in the location and structure of the meat 
industry and in consumers’ demands for meat mean that continuing ad- 
justments will be required in the production and distribution of live- 
stock. Beef producers in the Northeast and in other deficit producing 
areas probably will find it neecssary to adjust further to additional in- 
creases in shipments of carcass beef from the Corn Belt. Specialization in 
meat packing and increasing emphasis upon high quality and uniformity 
at the packer and retailer levels probably will require (1) increased 
feeding of livestock, cattle particularly, in large-scale commercial feed- 
lots, (2) more specialization in production and distribution of livestock 
with emphasis upon volume and uniform classes and qualities, and (3) 
increased attention to marketing. Buyers probably will become even less 
interested than at present in mixed lots of grass fat cattle, and small- 
volume farmer feeders of steers will find it increasingly difficult to com- 
pete with the commercial feedlot operators. 





Current Farm Economics 19 


In some respects producers have benefited materially from the re- 
cent changes and adjustments. Decentralization in the meat packing 


industry has brought packers closer to the producer, which has reduced 


shrinkage and transportation charges. An increased number of relatively 
large independent packers has tended to increase competition among 
packers in buying and this has had a salutary effect on prices received. 
Prices of feeder cattle have been markedly affected by the expanding 
demand for fed beef, while development and growth in some areas of a 
highly specialized processing industry has had a salutary effect on the 
prices of cows and bulls. Finally, federal grading and improvements in 
the market news services have sharply reduced pricing errors at each stage 
in the marketing system so that producer prices now more nearly reflect 
desires and preferences of consumers. 





Cotton Gin Fires and Losses 
in Oklahoma’ 


Mark L. Fowler 
Percy L. Strickland, Jr.’ 


Frequency of fires in cotton gins, the average losses per fire, primary 
causes of fires, the efficiency of fire-preventive devices, and other ques 
tions were the subject of a recent study of the Oklahoma Agricultural 
Experiment Station. The study was made in cooperation with agricul 
tural experiment stations in seven other cotton producing states and 
the Agricultural Marketing Service, U. S. Department of Agriculture. 


The Oklahoma study is based on information obtained from a sam 

gins located in 14 southwest Oklahoma counties,® during the three 
ginning seasons of 1956-57, 1957-58, and 1958-59. In 1955, a total of 172 
cotton gins were located in these counties. This was 51 percent of all ac 
tive gins in the state at that time. Moreover, in the first year of the sudyv, 
they accounted for 79 percent of the total cotton produced in the state. 
The corresponding figures in 1957-58 and 1958-59 were 84 and 82 per 


cent, respec tively. 


There were 59 gins in the sample during the 1956-57 ginning season, 
51 during 1957-58, and 44 during 1958-59 (Table 1). Thus the findings 
reported herein are based on ginning experience equivalent to 154 gin 
years. For the three years combined, the gins in the sample ginned a 
total of 255,045 bales of cotton. This was 30.5 percent of all cotton pro 
duced in Oklahoma during those three years and over 37.2 percent of all 


cotton produced in the 14 southwest counties. 


1oma State University An Analysis of the 


thesis manuscript 
otton Gins, 1956-1958 by Percy I Strick 


surance Cost ft Oklal 
Research Assistant, respectively 
I 


fessor and Graduate 
Canadian, Comanche Cotton, Custer 


southwest counties are Jeckham, Caddo 
Harmon, Jackson, kiowa, Roger Mills, Tillman, and Washita 
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Table I. — Summary of Bales Ginned and Number of Fires, Sample 
Gins, Oklahoma, 1956-1958. 





Years 

Item 1958 Total 
154 

211 

ee 

94 
255,045 
1,656 
1,209 


Number of Gins 

Total Number of Fires 

Average Fires per Gin 

Number of Gins Having Fires 
Total Number of Bales Ginned 
Average Number of Bales per Gin 
Bales Ginned per Fire 





Frequency of Fires 


Table I shows the number of gins in the sample, the number of 
fires, and the number of bales ginned for each of the three ginning sea- 
sons. ‘There was an average of 1,656 bales per gin per year. Of the 
154 gins in the sample for the three years combined, 60* reported no fires 
for a full ginning season and 94 reported a total of 211 fires, This was an 
average of 1.37 fires per year for all sample gins. The average numbe1 


of bales ginned per fire was 1,209. 


When gins were classified by the number of bales ginned, it was 
found that as the number of bales ginned per gin per year increased, the 
number of fires per gin also increased. However, it was further found 
that in the higher volume gins, the average number of bales ginned pet 
fire was larger than in the lower volume gins. 

Almost 40 percent of the sample gins reported no fires for a full sea- 
son and 83 percent reported no more than two fires per season. Ninety- 
three percent of the gins had no more than four fires in a single season. 
One gin reported seven fires in one season, and one gin reported eight 


fires in a season. 


The Probable Cause and Location of Fires 


Matches were the most important cause of fires. Sixty-two fires, or 


27.4 percent of all fires during the three seasons, were so caused. Most 


of these fires were first noticed in the overhead cleaners and conveyor. 
Friction in the rollbox was the next most important cause of fires, ac- 
counting for 9.7 percent. Most of these fires were first noticed in the gin 
stands. Rocks and metal in the seed cotton accounted for 8.8 and 7.0 per- 


4 This is simply the sum of the number of gins which reported no fires in the individual years 
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cent, respectively, of all fires. These were followed closely by sparks, 
which caused 6.6 percent of all fires. The fires caused by rocks, metal, and 
sparks were first noticed in a wide variety of places, although more fires 
caused by rocks were first noticed in the gin stands than in any other 
location. The cause of over one-fourth of all fires was reported to be 


unknown. 


Forty-one percent of all fires were first noticed in the gin stands or 
overhead cleaners, About 10 percent were first noticed in the conveyor. 
The remaining 50 percent were first noticed in a wide variety of places. 


Losses from Fires 


[The 211 fires resulted in an estimated total loss of $168,455.29 in 
buildings, machinery, cotton, gin down time, and fire extinguisher mate- 
rial used. This was an average loss of $1,093.87 per gin per year and 


$798.31 per fire. The average loss per bale ginned was $0.66 (Table LI). 


Table Il. — Summary of Fire Experience, by Fire-Preventive Device, 
Sample Gins, Oklahoma, 1956-1958. 





Item Gin Classification 
Green Green Boll 
Con rol Boll Traps Traps and Magnets Total 


Number of Gins 71 7 154 
Number Having Fires 36 94 
Number of Fires l 
Number of Bales Ginned 101,660 5 
Number of Fiies per Gin per Year 
Number of Bales per Gin per Year 1,432 ate }2 1,656 

Bales Ginned per Fire 1,210 273 1,209 

Loss« S per Gin per Ye ar $851 } > 3 $100-1 7 $1,093.87 
Losses per Fire $719.64 $1, $ 35.35 $ 798.31 
Losses per Bale per Year $ 0.59 $ $ 0.03 $ 0.66 


21 
255,04 
1 a 2. 1.37 





The extent of the fires ranged all the way from some fires which 
were quickly extinguished and caused no loss to three fires in which the 
entire gin plant and cotton on the bale yard were a total loss. These three 
fires resulted in losses estimated at $149,750.00, or about 89 percent of 
the total losses from all fires. Only 41 of the 211 fires (about 20 percent) 
caused losses of $100.00 or more each. 

In terms of total losses, the loss in gin machinery of $125,524.00 was 
by far the largest loss, followed by losses of $22,500.00 to gin buildings 
and $16,822.25 to cotton. The three fires mentioned above accounted 
for all but $524.00 of the machinery loss and all of the loss to gin build- 
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ings. In terms of losses per bale for all the gins in the sample, machinery 
loss amounted to $0.49 per bale, building loss was $0.09 per bale, and 
cotton loss was $0.07 per bale. 


Effects of Fire-Prevention Devices 


Fire-preventive devices’ apparently were partially effective in reduc- 
ing the frequency of fires from those causes which they were designed to 
eliminate. Rocks and metal caused ten fires in gins with green boll traps 
and five fires in gins with green boll traps and magnets. However, rocks 
and metal caused only 11.5 percent of all fires in gins with either green 
boll traps or both boll traps and magnets, while they caused 22 percent 


of all fires in gins with no such equipment. 


When data on all fires were analyzed, it was found that the highest 
loss per bale, per fire and per gin occurred in those gins with green 
boll traps only. The lowest loss in each case occurred in those gins with 
both devices (Table Il). When the two groups of gins with these fire 
preventive devices are combined, the loss per bale, per gin, and per fire 
is roughly the same for gins with and without such equipment. These 
data indicate that fire-preventive devices did not reduce losses from 
fires. 

However, green boll traps and magnets were designed primarily to 
remove from the seed cotton such objects as metal, rocks, and green 
bolls known to cause fires in gins. Only 67 of the total of 211 fires were 
believed to be caused directly or indirectly by these factors. When the 
data from these 67 fires were analyzed, it was found that gins with this 
equipment suffered less loss per gin, per fire and per bale ginned than 
did those gins without these devices. For example, the loss from these 67 
fires was $0.50 per bale ginned for gins without this equipment, while it 
was only $0.02 per bale ginned for gins with green boll traps and for 
gins with green boll traps and magnets in combination. 


Effect of Cleaning and Drying Equipment 


When all fires were considered, elaborate gins had more fires per 
gin and higher losses per gin than did moderate gins (Table III). How- 
ever, the elaborate gins also ginned more cotton per gin per year. Thus, 
they had a smaller loss per bale of cotton ginned. They also had a 
smaller loss per fire. 

5 According to returns from state-wide mail survey, the only fire-preventive devices in use in 


Oklahoma cotton gins in 1955 were either green boll traps alene or green boll traps and magnets 
in combination 
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Table III. — Summary of Fire Experience, by Amount of Cleaning and 
Drying Equipment, Sample Gins, Oklahoma, 1956-1958. 





Item Moederate Elaborate Total 


Number of Gins 62 92 154 
Number Having Fires 3 61 94 
Number of Fires 69 142 211 
Number of Bales Ginned 65,460 189,585 255,045 
Number of Fires per Gin per Year 1.11 1.54 L. 
Number of Bales per Gin per Year 1,056 2.061 1,656 
Bales Ginner per Fire 946 1,335 1,209 
Losses per Gin per Year $968-19 $1,178.61 $1,093.87 
Losses per Fire $869.98 $ 763.55 $ 798.31 
Losses per Bale per Year $ 0.92 $ 0.57 $ 0.66 





Insurance Coverage, Premiums Paid and Claims Collected 


All but 12 of the sample gins carried insurance on gin buildings and 
machinery. Combustible gins had an average value of $60,678 and were 
insured for an average of $47,962. Non-combustible gins were valued at 
an average of $108,842 and were insured for an average of $85,144. Thus 
each class had an average coverage of about 79 percent of the value 


of gin buildings and machinery. 


> 


The average insurance rate was $3.529 per $100 valuation for com 


bustible gins and $1.184 per $100 valuation for non-combustible gins. 


K=O 


Combustible gins paid total premiums of $57,239, an average of $698 
per gin. Claims collected by these gins totaled $79,920, or an average of 
$975 per gin. Thus claims collected by combustible gins were 140 per- 


cent of premiums paid. 


Non-combustible gins paid total premiums of $43,718, or an average 
of $728 per gin. Claims collected for damages to machinery and build 
ings totaled $1,820, or an average of $30 per gin. Thus claims collected 


by non-combustible gins were only four percent of premiums paid. 


Bale yard insurance was carried by 129 of the sample gins. They 
paid an average premium of $168 per gin. Claims collected averaged $76 


per gin, or 45 percent of premiums paid. 


Summary 


On the basis of this study, cotton gins experienced an average of 1.37 
fires per year. They baled an average of 1,209 bales of cotton for each 
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fire that occurred. The average loss per fire was $798, and the average 
loss per gin per year was $1,094. The average loss per bale ginned was 
$0.66. 

Most fires were caused by matches (27 percent of all fires) and un- 
known factors (26 percent of all fires). Other important causes were 
friction in the rollbox, rocks and metal, and sparks. Most fires started 
in the gin stands or overhead cleaners. 

It appears from this study that fire-preventive devices may have 
reduced the frequency of fires caused by factors which they were de- 
signed to eliminate or control. But they apparently were not effective in 
reducing overall losses per bale of cotton ginned. 


Many fires were caused by factors which the devices were not de- 
signed to control, however. When these fires were eliminated from the 


analysis, the average loss per gin per year and per bale of cotton ginned 


per year was substantially lower in those gins with such equipment than 


in the control group of gins. 


However, the small size of the sample, the limited number of fire- 
preventive device and equipment combinations present in Oklahoma, 
and the shortness of the time period covered makes it necessary to use 
caution in using the findings of this study for inferiential purposes. This 
is true particularly in attempts to draw inferences regarding the influence 
of fire-preventive devices or the ainount of cleaning and drying equip- 
ment in gins on the frequency of and losses from gin fires, 


However, when the data from the Oklahoma study are combined 
with those from other states, this shortcoming should be largely over- 
come. The regional analysis will be based on information obtained from 
790 cotton gins relating to over 7,000 gin fires. 


The findings based on the Oklahoma study should be helpful in 
pointing out not only the major causes of gin fires, but also the economic 
importance of fire losses. ‘Thus the findings may provide an incentive 
to ginners to do a better job in fire prevention. 





Oklahoma Agricultural] Commodity 
Price Changes 
Leo V. Blakley 


Prices received by Oklahoma farmers continued down in Decembe1 
but recovered slightly in January. At 252 percent of the 1910-14 average, 
January prices were 8 percent below the level of a year earlier. Average 
U. S. prices were lower than in Oklahoma but the price changes were 
similar. 

The index of prices paid by U. S. farmers held fairly steady at 296 
to 299 percent of the 1910-14 average during the past 12 months. Lower 
prices of animals and some feeds have essentially offset the gradual but 
persistent general rise in prices of other commodities and services pur- 
chased by farmers. The index of purchasing power of Oklahoma farm 
commodities was 84 on January 15. This was the same as in December 
but 8 points below January last year. 

Crop prices continued stable. Prices of hay and feed grains have in- 
creased from last fall but in this group only hay and oat prices were 
higher than a year ago. Cotton prices exhibited a seasonal increase in 
January and were higher than last year. Oil bearing crop prices were 
down from both fall and year ago levels primarily because of lower prices 
of peanuts. 

In January, livestock and livestock product prices ended a seven 
month period of decline. Prices averaged 14 percent below a year earlier, 
with much of the drop caused by lower prices of meat animals. The 
level of dairy product prices in January was essentially unchanged from 
December but slightly higher than last year. Poultry and poultry product 
prices continued at low levels compared with both last month and a 
year ago. 

All the product-feed price ratios in Table IV were lower in Janu- 
ary than in December. The hog-corn price ratio dropped to 10.5 from 
11.1 and was particularly low as compared with a year ago. The egg- 
feed price ratio in January was 13 percent below December and 18 per- 
cent below January last year. The turkey-feed and milk-feed ratios were 
lower than in December but averaged slightly higher than in January, 
1959. 

Prices received by Oklahoma farmers should increase seasonally dur- 


ing the next two to three months. Crop prices are expected to increase 


up to the aproximate time of harvest but hay prices could start down this 
month. Cattle prices should be fairly stable with slightly weaker fed 


cattle prices and slightly stronger stocker and feeder cattle prices. Grade 
A milk prices should decline in the April, May, and June period, which 
would be reflected in blend prices. Prices of poultry and poultry prod- 
ucts are expected to decline from the January-February levels. 
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